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AD  VER  TISEMENT. 


The  plan  contained  in  the  following  pages,  for  the 
conversion  of  the  3^  per  cents,  into  a  new  stock  or 
fund,  was  latehj  submitted  to  the  Prime  Minister 
and  other  members  of  the  Cabinet. 

To  a  request  to  be  informed  if  it  were' rejected,  it 
was  answered, — that  on  a  matter  of  such  importance 
any  observation,  from  which  an  02nnion  of  the  Priine 
Minister  could  be  inferred,  ivns  not  to  be  ea-pected. 

The  author  did  not  feel  at  liberty  to  publish  the 
plan  ivhile  any  doubt  remained  whether  it  icoidd  or 
not  be  ultimately  rejected  by  Government ;  but  all 
doubt  upon  that  point  is  now  removed  by  the  measure 
for  the  reduction  of  the  interest  on  the  stock  in 
question  submitted  to  Parliament  by  the  Chancellor 
of  the  Exchequer. 

The  eager  haste  d\splayed  to  accomplish  that 
measure,  without  allowing  reasonable  time  to  Stock- 
holders residing  at  distance  from  London  to  become 
acquainted  with  the  terms  projiosed,  and  to  consult 
their  friends,  advisers,  or  cestuique  trusts  at  distance 
from  them,  touching  dissent  therefrom,  has  left 
little  time,  to   the  j^Mic,    to  listen  to  remarks  on 
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the  opinion  put  forth  on  its  own  measure  hij  the 
Government. 

The  author,  restrained  hij  the  consideration  afore- 
said from  hitherto  promidgating  the  proposed  i:ilan, 
in  the  design  of  which  he  lays  no  claim  to  great 
sagacity,  considers  it  his  duty  now  to  publish  it,  even 
at  the  eleventh  hour, —  the  truth  and  reality  of  its 
importance  resting,  not  on  his  own  opinion,  hut  on 
the  opinions  of  many  eminent,  learned,  and  otherwise 
accomj)lished  persons,  every  way  qualified  to  judge 
of  it. 

London,  Ibth  March  1844. 


REASONS, 


The  contract  between  the  Public  and  the  holders  of 
its  Stocks  or  Funds  is  such, — that  the  holder  having  a 
demand  for  the  payment,  in  half-yearly  moieties,  of 
the  annuity  carried  by  every  £3  00  nominal  capital 
of  each  particular  stock,  has  no  demand  for  payment 
of  that  nominal  capital,  but  is  bound  to  accept  pay- 
ment of  it  whenever  the  sum  of  £100  is  tendered 
to  him  in  redemption  of  the  annuity  carried  thereby. 

Such  being  the  contract — which  has  subsisted  for 
much  more  than  a  century  between  the  public  and  its 
stockholders — it  would  be  absurd  in  either  party  to 
complain  of  the  other  insisting  on  the  fulfilment  of 
the  terms,  or  on  the  benefit  of  that  contract — or  in 
either  party  to  propose  to  the  other  a  waver  or  varia- 
tion of  such  terms  in  favor  of  the  one,  to  the  prejudice 
of  the  other,  by  appeal  to  sentiment  or  ad  misericor- 
diam^  on  the  dry,  cold  subject  of  loans  and  borrow- 
ings of  pounds  shillings  and  pence, — and  of  the 
interest  to  be  given  and  taken  upon  such  occasions. 

If  a  Minister  of  the  Crown,  acting  for  himself  as 
a  private  individual,  had  borrowed  on  mortgage  50 
or  100  thousand  pounds,  at  interest  of  3i  per  cent, 
with  a  covenant  on  the  part  of  the  mortgagee  to 
accept  payment  at  any  time  when  his  principal  money 
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lent  should  be  tendered  to  him, — and  if  a  new  lender 
were  to  offer  to  supply  the  50  or  the  100  thousand 
pounds  on  loan  on  the  same  security  at  3  per  cent. — 
is  it  credible  that  such  offer  would  be  refused  ? — and 
after,  and  notwithstanding  its  being  made,  that  such 
Minister,  acting  for  himself  as  a  private  individual, — 
after  notice  given  by  him  to  his  mortgagee  that  he 
was  ready  to  pay  him  off  pursuant  to  his  contract, 
but  that,  if  he  liked  to  continue  the  loan  at  reduced 
interest  of  3  per  cent,  for  which  the  money  was 
offered  by  a  new  lender,  that  he  might  do  so, — 
is  it  credible  that  such  Minister,  acting  as  a  private 
individual  so  circumstanced,  would  give  ear  to  an 
appeal  by  his  mortgagee  to  his  feehngs  or  ad  miseri- 
cordiam,  urging  the  hardship  of  insisting  on  the 
full  benefit  of  the  contract  between  them,  the 
effect  of  it  being  to  reduce  immediately  the  inte- 
rest of  the  mortgagee,  and  his  income  pro  tanto^  from 
3i  to  3  per  cent,  or  by  one-seventh, — and  how  kind 
and  generous  it  would  be,  that,  instead  of  so  doing,  he 
should  for  the  ten  years  next  to  come  be  paid  interest' 
at  3i  per  cent,  that  his  income  might  be  lowered  a  lit- 
tle more  gently? 

The  reply  of  the  mortgagor  to  such  a  proposal 
would  probably  be, — that  in  justice  to  himself  and  his 
family  he  was  bound  to  reject  it; — that  if  the  case 
were  reversed,  he  did  not  believe  that  the  mortgagee 
would  forego  any  increase  of  interest  which  he  could 
justly  demand  or  insist  upon; — that  the  money  was 
ready  for  him ; — that  no  wrong  was  done  to  him  by 
the  repayment  of  it,  but,  on  the  contrary,  the  offer  to 
continue  him  mortgagee  at  3  per  cent,  wquld  save 


him  loss  of  interest  while  looking  out  for  a  new  secu- 
rity, and  costs  to  the  gentlemen  of  the  long  robe 
invariably  attendant  upon  such  occasions. 

If  such  a  Minister,  under  such  circumstances,  as  a 
private  individual  acting  not  for  himself,  but  as  trustee 
for  others — suppose  for  orphan  minors,  or  any  inca- 
pacitated person — were  to  refuse  the  oiFer  of  a  loan  on 
such  supposed  mortgage  at  3  per  cent.,  and  were  to 
continue,  notwithstanding  such  offer,  upon  false  sen- 
timent, to  pay  the  mortgagee  interest  at  3 1  per  cent, 
for  ten  years  after  such  offer  made,  would  not  a  court 
of  equity  consider  that  as ^r«z/c?;  and,  if  discovered, 
constrain  a  trustee,  so  acting,  to  do  justice  to  his 
cestuique  trust  by  a  refund  out  of  his  own  purse  of 
the  extra  interest  of  a  quarter  per  cent,  paid  during 
the  ten  years? 

If  there  be  no  doubt  what  would  be  the  course 
followed  in  the  cases  supposed,  by  a  Minister  of  the 
Crown  as  a  private  individual  acting  for  himsef  or 
as  trustee  for  others — does  it  make  any  difference,  it 
may  be  asked,  that  he  is  acting  for  the  public^  and 
that  his  cestuique  trusts  are  all  the  Queen's  subjects? 

The  honied  words^  therefore,  in  which  the  proposed 
reduction  of  the  interest  on  the  3J  per  cents,  has 
been  announced,  to  soften  to  the  stockholders  that 
reduction,  by  paying  at  the  public  expense  and  loss 
3?  per  cent,  for  ten  years  on  their  stock,  while  the  rate 
of  interest  in  the  market  is  only  £3.  Is.  per  cent. — in 
tender  consideration  of  their  case,  and  to  lower  their 
interest  gently,  and  not  in  terms  of  their  contract, — 
such  honied  words^  if  sincere,  are  the  dictates  of  folly ; 


and  if  insincere,  are  the  offspring  of  such  speculation 
as  the  reader  may  be  pleased  to  imagine. 

If  the  amount  of  the  public  debt  carrying  interest 
at  3 J  per  cent,  subject  to  immediate  reduction,  under 
the  contract  with  the  stockholder,  to  £3.  Is.  per  cent, 
(the  rate  of  interest  in  the  market) — instead  of  being 
'^SO,  were  25  millions  only,  which  could  be  obtained 
in  a  few  days  at  the  rate  of  interest  in  the  market, — 
does  any  one  believe  that  there  would  be  a  moment's 
hesitation  on  the  part  of  Government,  in  borromng 
that  sum  at  that  rate  of  interest,  and  in  paying  off  the 
holders  of  the  stock  instanter,  if  they  were  to  dissent 
from  a  reduction  of  their  interest  to  the  rate  of  the 
market? 

Remonstrance  on  the  part  of  the  stockholder 
against  a  tender  to  him  of  such  payment,  Avould,  per- 
haps, be  repelled  by  the  answer,  "  Friend,  I  do  thee 
no  wrong.  Did  I  not  agree  ivith  thee  for  a  hundred 
pounds  f     Take  that  thine  is,  and  go  thy  way'' 

Would  it  be  honest  or  fair  to  the  public,  taxed 
for  the  payment  of  interest,  to  continue  to  pay  3J 
per  cent,  per  annum  on  25  millions  of  debt,  when, 
under  the  contract  with  the  stockholder,  that  interest, 
■with  or  mthout  his  consent,  might  be  reduced  imme- 
diately to  £3.  Is.  per  cent.? 

If  this  be  true  in  the  case  supposed  as  to  a  debt  of 
25  millions, — it  follows,  that  it  is  the  magnitude  only 
of  the  sum  of  250  milhons,  and  the  difficulty  of  deahng 
Avith  it,  which  inspires  the  affected  tenderness  of  the 
Government  for  the  stockholders ;  and  the  conscious- 
ness, if  they  or  a  large  portion  of  them  should  dissent 
from  the  scheme  proposed  to  them,  that  it  would  be 
utterly  impracticable  to  pay  them  off'  on  a  day  cer- 


tain,  seeing  that  all  the  circulating  medium — all  the 
paper  money  and  all  the  coin  in  the  United  Kingdom 
— trebled  perhaps  at  least — would  be  insufficient  for 
that  purpose. 

The  stockholders,  therefore,  if  a  sufficient  number 
of  them  were  unanimous,  are  in  a  condition  to  insist 
on  an  equitable  adjustment  with  them,  both  as  to  their 
principal  and  as  to  the  future  interest  of  their  stock. 

Having  endeavoured  to  divest  the  subject  of  the 
incongruous  and  false  sentiment  with  which  it  has 
been  attempted  to  varnish  it ;  it  shall  now  here  be 
treated  merely  as  a  contract  touching  pounds  shillings 
and  pence,  subsisting  between  the  public  and  its  stock- 
holders,— as  strangers  to  each  other  in  all  respects, 
except  as  parties  having  opposite  interests  in  a  con- 
tract for  the  borrowing  and  lending  of  money. 

It  will  now  here  be  attempted  to  be  shown,  that 
with  the  consent  of  the  stockholders,  and  for  the 
mutual  benefit  of  themselves  and  the  public,  the  rate 
of  interest  on  the  whole  of  250  millions  of  3^  per  cents, 
may  be  reduced  to  the  rate  of  interest  in  the  market, 
whereby  half  a  million  a  year,  proposed  upon  senti- 
ment to  be  paid  as  extra  interest  to  the  stockholders 
for  the  ten  next  years,  (assuming  that  the  average  rate 
of  interest  in  the  market  during  that  period  shall  be 
£3.  \s.  per  cent.)  may  be  saved  to  the  public. 

The  proposal  of  the  Government  to  the  holders  of 
the  3^  per  cents,  for  the  reduction  of  the  interest  on 
their  250  millions  of  that  stock,  comprises  two  con- 
ditions : 

First,  That  the  rate  of  interest  on  their  stock  shall 
be  3|  per  cent,  for  the  ten  years  next  to  come.     And 

Secondly,   That  after  the  expiration  of  those  ten 
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years,  their  interest  shall  be  reduced  to  3  per  cent., 
with  proviso,  that  for  the  twenty  years  next  succeeding 
the  expiration  of  the  ten  years,  that  interest  of  3  per 
cent,  shall  be  irreducible. 

The  proposal  proceeds  on  the  assumption,  that  the 
rate  of  interest  in  the  market  (being  now  £3,  Is.  per 
cent. )  "svill,  during  the  ten  years  next  to  come,  be  less 
than  3|  per  cent. — and  during  twenty  years  after  the 
end  of  the  ten  years,  will  be  less  than  3  per  cent. — 
otherwise,  the  offer  is  naught. 

But  the  rate  of  interest  in  the  market  is,  by  the 
established  order  and  nature  of  things,  a  perpetually 
fluctuating  quantity;  and  within  what  limits  it  may 
range  during  the  next  thirty  or  the  next  ten  years 
cannot  be  predicated :  being  dependent,  not  merely  on 
the  continuance  of  peace, — as  war  most  potently  affects 
the  rate  of  interest  in  the  market, — but  also  on  the 
varying  fortune  of  the  country,  and  the  industrial  and 
moral  state  of  the  people,  which  operate  powerfully 
on  the  money-market  quite  irrespective  of  war,  as  may 
be  seen  by  reference  to  the  fluctuation  in  the  price  of 
stocks  (which  may  be  regarded  as  a  barometer  of  the 
rate  of  interest  in  the  market)  in  times  of  peace,  parti- 
cularly since  the  peace  of  1815. 

It  being  premised — that  an  annuity  oi  five  shillings 
for  ten  years,  valued  at  the  price  at  which  Govern- 
ment annuities  are  now  sold,  is  equivalent  to  a 
payment  in  present  money  of  £2.  25.  ^d.',  let  the 
two  conditions  of  the  proposal  be  examined  separately. 

As  to  the  first,  viz.,  the  offer  of  3?  per  cent,  inte- 
rest on  the  stock  for  the  ten  years  next  to  come, — 
(the  impracticability  of  redeeming  the  3^  per  cents.. 


by  pa5niient  thereof  in  present  money,  from  the  mag- 
nitude of  the  amount  of  that  stock,  having  forced 
the  prices  of  it  above  par)^  the  Stockholder  on  this 
11th  day  of  March,  1844, — the  price  of  3  J  per  cents, 
being  1021,  and  of  3  per  cents,  being  981, — might 
have  made  any  of  the  following  arrangements  ^o?' 
himself 

He  might  have  sold  £100.  of  3 J  pei'  cents,  for 
£102.  55.,  and  might  have  bought  £100.  of  3  per 
cents,  for  £98.  5s.,  —  A\dth  the  surplus  of  £4.  he 
might  have  gone  to  the  office  in  the  Old  Jewry 
for  the  sale  of  annuities,  and  there  have  purchased 
from  the  Government,  for  the  said  £4,  an  annuity  of 
nine  shillings  and  four-pence  for  the  ten  years  next 
to  come, — and  so  might  have  secured  to  himself  an 
annuity  of  £3.  9^.  M.  for  the  ten  years  next  to  come, 
for  every  £100  of  his  3 J  per  cent,  stock,  instead  of 
the  £3.  55.  only  offered  to  him  for  that  period  by  the 
Government. 

Or,  he  might  "with  the  £102.  55.  of  money  re- 
ceived for  his  £100.  of  3 J  per  cents,  have  bought 
£104.  l5.  hd.  of  3  per  cents.,  yielding  an  annuity  of 
£3.  2s.  5c?.  in  perpetuity,  or  until  £104.  I5.  bd.  Avere 
tendered  to  him  in  redemption  of  the  £104.  I5.  5d. 
3  per  cent,  stock, — whereby  he  might  have  secured 
to  himself  an  increase  of  his  capital  of  £4.  I5.  5c?., 
and  an  annuity  of  two  shillings  and  five-pence  in 
perpetuity  to  boot,  worth  £4.  O5.  8c?.  in  present 
money,  making  together  a  profit  of  £8.  25.  Id.  which 
he  might  thus  have  secured  to  himself  on  every  £100 
of  his  34  per  cent,  stock,  instead  of  £2.  25.  9c?.,  the 


value  in  present  money  of  the  five  s/i  tilings  per  cent, 
for  the  ten  years  next  to  come,  offered  to  him  by 
Government. 

It  would  be  idle  to  comment  on  those  results,  which 
speak  so  forcibly  in  figures. 

The  ^rst  condition  of  the  said  proposal,  therefore,  is 
manifestly  disadvantageous  to  the  stockholder,  because 
at  the  present  rate  of  interest  in  the  market,  and  from 
the  circumstance  of  the  3^  per  cents,  being  saleable 
at  a  price  above  par  for  the  reason  aforesaid, — he  can 
secure  a  much  better  income  from  his  stock  for  the 
ten  years  next  to  coniejoi'  himself,  than  is  offered  to 
him  for  that  period  of  time  by  the  Government. 

But  the  usual  result  of  a  bad  bargain  between  two 
parties, — namely,  that  the  disadvantage  of  it  to  the 
one  is  the  advantage  of  the  other, — does  not  follow  in 
this  case;  for  the  same  Jifst  condition, — which  is  so 
manifestly  disadvantageous  to  the  stockholder  because 
he  can  make  so  much  better  a  bargain  for  himself, — 
can  only  be  advantageous  to  the  pubhc,  if  the  rate  of 
interest  in  the  market  shall,  for  the  ten  years  next  to 
come,  rise  above  3?  per  cent. — the  offer  to  the  stock- 
holder proceeding  on  the  assumption  that  during  that 
period  of  time  it  will  continue  under  that  rate,  and 
that  for  twenty  years  next  after  the  expiration  of  that 
time,  it  will  be  and  range  under  3  per  cent. 

But,  if  the  rate  of  interest  in  the  market  shall 
continue  for  the  ten  years  next  to  come  at  the 
present  rate  of  £3.  Is.  per  cent. — the  pubhc  will,  by 
this  first  condition,  be  debarred  from  reducing  by 
four  shillings  per  cent,  the  rate  of  interest  on   250 


millions  of  stock,  pursuant  to  the  present  contract 
with  the  holders  thereof,  which  amounts  to  half  a 
million  a  year,  which  would  therefore  thus  improvi- 
dently,  wastefully  and  unjustly,  have  to  be  levied  by 
taxes,  for  the  ten  years  next  to  come, — unnecessarily 
for  the  purpose  of  paying  extra  interest  atjhur  shil- 
lings per  cent,  to  the  holders  of  250  millions  of  stock. 

As  to  the  second  condition, — namely,  the  offer  of 
interest  on  the  250  millions  of  stock  at  3  per  cent, 
irreducible  for  the  twenty  years  immediately  following 
the  expiration  of  the  ten  years  next  to  come, — it  is 
also,  like  the  first  condition,  a  most  improvident,  and 
may  or  must  be  a  ver^  bad  bargain,  either  on  the  part 
of  the  Government  or  of  the  Stockholder,  unless  the 
rate  of  interest  in  the  market  shall  be  and  continue  3 
per  cent,  invai^iably  during  those  twenty  years. 

On  the  'part  of  the  Government. — If  the  rate  of 
interest  in  the  market  should  be,  during  the  twenty 
years,  e.  g.,  2^  per  cent,  (the  offer  of  this  condition, 
proceeding  on  the  assumption  that  that  rate  will  be 
less  than  3  per  cent.),  the  public  would  be  debarred 
from  reducing  by  ten  shillings  per  cent.,  during 
those  twenty  years,  the  interest  of  250  millions,  which 
amounts  to  a  million  and  a  quarter  a  year,  which 
sum  (being  equal  to  a  fourth  part  of  the  unexpected 
amount  of  the  income  tax)  would  thus  have  to  be 
wastefully  and  unjustly  levied  by  taxes,  and  paid 
during  twenty  years  unnecessarily,  for  ej:t7'a  interest 
to  the  holders  of  those  250  millions  of  stock — while 
all  other  the  stockholders  would  be  liable  to  have  their 
interest  reduced, — and  which,  of  course  would  be  rd- 
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duced  to  24  per  cent.,  viz.  on  the  500  millions  wMcli 
compose  the  rest  of  the  public  funded  debt.  A  state 
of  things  which  would  comprise  this  further  anomaly 
and  cause  of  discontent — that  the  only  claim  which  the 
holders  of  the  250  millions  had  to  the  extra  interest 
of  ten  shillings  per  cent.,  or  a  million  and  a  quarter 
a  year  on  their  stock  for  twenty  years  to  come,  con- 
sisted in  the  circumstance,  of  their  having  received 
five  shillings  per  cent,  more  interest  on  their  250 
millions,  than  was  paid  to  the  holders  of  the  500  mil- 
lions for  the  ten  years  last  preceding  I !  ! 

On  the  part  of  the  Stockholder. — If  the  rate  of 
interest  in  the  market,  instead  of  ranging  under,  or 
not  exceeding  3  per  cent,  for  the  twenty  years  imme- 
diately following  the  ten  years  next  to  come,  shall  be, 
e.  g.,  5  per  cent,  (in  our  own  day,  viz.  in  1797,  when 
the  3  per  cents,  were  at  47,  it  was  more  than  6|-  per 
cent.),  the  effect  of  this  condition,  or  rather  of  consent 
to  reduce  the  interest  on  their  stock  unconditionally  to 
3  per  cent,  will  be — that  every  £100  of  it  will  become 
depreciated  in  value  to  £60,  or  by  40  per  cent. 

What  the  rate  of  interest  in  the  market  may  be 
ten,  twenty,  or  thirty  years  hence,  it  is  impossible  to 
foresee,  depending  as  it  does  on  such  a  multitude  of 
contino-encies  and  fortuitous  events. 

o 

It  would  be  improvident  in  the  highest  degree  for 
any  individual  to  bind  himself  to  receive  a  low  fixed 
rate  of  interest  for  thirty  years  to  come,  how  sanguine 
soever  his  belief  might  be  that  it  would  continue  for 
so  great  a  length  of  time,  at  a  rate  lower  than  he 
had  bargained  for. 

No  private  individual   perhaps   ever   did  bargain 
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with  another  to  take  a  fixed  rate  of  interest  on 
the  best  mortgage  or  other  security  for  thirty  years 
to  come.  Could  any  individual  be  found,  who 
would  now  bargain  mth  another  to  take  three  per 
cent,  on  such  mortgage  or  other  security  for  thirty 
years  to  come  ?  Does  a  bargain,  which  would  be 
imprudent  or  improvident  between  private  indivi- 
duals, change  character  and  cease  to  be  so,  merely 
because  the  pubHc  or  the  state  is  one  of  the  con- 
tracting parties  ?  especially  when  it  is  considered,  that 
between  such  a  contract  with  the  pubHc,  and  such  a 
contract  between  two  private  individuals,  there  would 
be  in  comparison,  moreover,  this  grievous  disadvan- 
tage to  the  lender  to  the  public,  namely,  that  in  the 
case  of  the  contract  between  the  two  individuals,  the 
lender,  at  the  expiration  of  the  time,  would  be  paid  his 
principal  money  lent,  which  would  then  command 
for  him  the  rate  of  interest  in  the  market,  risen  sup- 
pose, e.  g.,  to  Jive  per  cent. ;  while  in  the  case  of  the 
contract  with  the  pubhc,  the  lender,  having  no  de- 
mand for  his  principal  money  lent,  but  only  for  his 
annuity  of  three  pounds,  would  find  himself  with 
the  loss  of  40  per  cent,  of  his  capital ;  seeing  that  to 
command  it  he  would  have  to  sell  his  3  per  cent, 
stock  (the  rate  of  interest  in  the  market  being  Jive 
per  cent.)   at  the  rate  of  £60  for  every  £100! 

The  rate  of  interest  in  the  market  is  all  that  can 
be  obtamed  in  the  long  run  for  capital  money  lent. 
Hard  bargains  with  needy  borrowers  may  sometimes 
be  di'iven,  but  such  bargains  are  not  creditable,  and 
must,  in  some  not  long  period,  expire,  and  are  aU 
cases  of  exception  from  the  general  rule. 
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It  would  be  more  prudent  and  rational,  if  it  were 
feasible,  to  contract  with  the  baker  or  the  butcher 
for  bread  or  for  meat  at  a  fixed  price  for  thirty  years, 
than  to  contract  for  interest  for  the  loan  of  capital 
at  a  fixed  rate  for  thirty  years, — because  the  variety  of 
the  seasons,  and  other  accidents  which  cause  the  con- 
tinual fluctuation  from  season  to  season  in  the  prices 
of  bread  and  of  meat,  are,  in  the  established  nature 
and  order  of  things,  less  uncertain  and  capricious  than 
the  events  and  accidents  which  cause  the  continual 
fluctuation  in  the  rate  of  interest  in  the  market. 

It  would  moreover  be  inconvenient  for  private  in- 
dividuals to  contract  with  one  another  for  interest  at 
a  fixed  rate  for  the  loan  of  money  for  long  periods  of 
time,  because  the  variations  of  their  income  and  power 
of  expenditure  would  thereby  be  rendered  violent  and 
would  be  more  inconveniently  felt,  than  lesser  varia- 
tions taking  place  at  shorter  intervals ;  for,  be  it  always 
remembered,  that  not  more  than  the  rate  of  interest 
in  the  market  can,  in  the  nature  of  things,  be  obtained 
in  the  long  run  by  the  owners  of  accumulated  capital. 

Between  individuals,  accordingly,  contracts  for  the 
loan  of  money,  on  mortgage,  bond,  or  other  security, 
may  be  said  to  be  always  made  for  short  periods  of 
time,  to  secure  to  the  lender  the  benefit  of  the  rise, 
and  to  the  borrower  the  benefit  of  the  fall,  of  the  rate 
of  interest  in  the  market. 

It  is  between  the  public  and  the  stockholder  only 
that  loans  of  capital  are  made  at  fixed  rates  of 
interest  for  long  and  indefinite  periods  of  time.  Ac- 
cording to  the  contract,  as  it  has  hitherto  subsisted 
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between  the  parties,  the  borrower,  z.  e.,  the  public  only 
has  the  power  of  terminating  it;  the  lender,  i.  e.,  the 
stockliolder,  being  bound  thereby,  if  it  shall  be  the 
interest  of  the  public,  or  if  the  pubhc  so  shall  please, 
in  perpetuity. 

The  effect  of  that  contract  is  such,  that  when  the 
rate  of  interest  in  the  market  falls  below  the  rate  of 
interest  on  the  stock,  the  rate  of  interest  on  the  stock 
is   reducible  to  the  rate  of  interest  in  the  market. 

It  is  perfectly  fair,  equitable  and  just,  that  the 
contract  should  so  run;  and  the  stockliolder  has 
always  consented  to  reduce  his  interest  accordingly. 

But  in  that  contract  the  stockholder,  waving  in  per- 
petuity aU  demand  for  payment  of  his  principal  money 
lent,  or  any  part  thereof,  and  consenting  to  the  reduc- 
tion of  his  interest  from  time  to  time,  when  the  rate  of 
interest  on  his  stock  has /alien  below  the  rate  of  inte- 
rest in  the  market,  has  never  contended  for  the  obvious 
equity  on  his^part, — upon  waving  in  perpetuity  all  de- 
mand for  payment  of  his  principal,  viz.  that  if  the  rate 
of  interest  in  the  market  should  rise  again  above  the 
rate  of  interest  on  his  stock,  then  the  rate  of  interest 
on  his  stock  should  be  raised  again  to  the  rate  of  inte- 
rest in  the  market. 

That  such  an  equity  subsists  between  the  parties 
to  such  a  contract,  seems  to  be  incontrovertible ;  and 
to  the  circumstance  of  its  having  been  overlooked  or 
disreo-arded,  is  to  be  ascribed  that  most  enormous 
loss,  now  amounting  to  more  than  250  millions  of 
debt,  which  the  pubhc  has  incurred,  carrying  interest 
of  more  than   7?   millions  now  annually  levied  by 
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taxes ^  and  paid, — for  which  debt  of  more  than  250 
millions  the  lender  never  gave  and  the  public  never 
received  any  value  or  consideration  whatsoever.* 

To  assert  that  it  would  be  as  pohtic  and  prudent 
as  it  would  be  equitable  and  just,  to  remedy  the  de- 
fect of  such  a  contract  as  it  affects  the  whole  national 
debt  of  800  miUions,  would  seem  to  be  a  very  bold 
proposition,  and  would  doubtless  so  be  deemed  even 
by  those  sanguine  politicians  who  now  hold  out  to  the 
holders  of  the  3^  per  cents,  that  it  is  a  great  boon  to 
guarantee  them  against  a  reduction  of  interest  on 
their  stock  below  three  per  cent,  for  thirty  years  next 
to  come  ! 

Supposing  that  the  interest  carried  by  that  debt  of 
800  millions  were  3  per  cent.,  or  twenty-four  millions 
a-year — a  rise  in  the  rate  of  interest  in  the  market  to 
5  per  cent,  would  swell  that  interest  to  forty  millions ^ 
which,  if  that  defect  in  the  said  contract  were  now  to 
be  remedied,  would  thereupon  become  payable,  and 
have  to  be  levied  by  taxes,  and  to  be  paid. 

That  objection  to  the  remedy  of  the  defect  of  equity 
in  the  said  contract,  great  and  even  insuperable  as  it 
confessedly  seems  prima  facie  to  be,  as  applicable  to 
the  whole  National-debt^  can  perhaps  be  satisfactorily 

*  The  bare  mention  of  such  a  loss  is  startling,  and  the  fact  seems 
incredible;  it  is,  however,  capable  of  easy  proof,  as  the  reader  will 
find  on  reference  to  two  papers,  ordered  by  the  House  of  Commons 
to  be  printed  on  March  27,  1822  (being  returns  from  the  commis- 
sioners for  the  reduction  of  the  National-debt);  and  on  calculating 
therefrom  the  amount  of  the  losses  on  loans  contracted  from  the 
year  1793  to  the  year  1816,  adding  thereto  a  proportionate  loss 
on  the  debt  subsisting  in  the  year  1793. 
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met, — but  by  argument,  which  it  is  needless  here 
to  enter  upon;  because,  although  it  is  now  to  be 
suggested  that  that  equity  should  be  insisted  on, 
and  admitted  for  the  mutual  benefit  of  the  parties,  in 
a  new  contract  between  the  pubhc  and  the  holders  of 
the  82  per  cents.,  for  the  reduction  of  the  interest  on 
their  stock, — the  suggestion  is  to  be  made  under  a 
modification  of  the  equity ;  under  which  modification 
that  great  and  seemingly  insuperable  objection  does 
not  arise. 

That  suggestion  is — that  instead  of  a  fixed  rate  of 
interest  being  paid  on  the  250  millions  of  3i  per  cents., 
there  should  be  paid  thereon,  in  future,  the  average 
rate  of  interest  in  the  market,  to  be  ascertained  in  the 
manner  hereinafter  mentioned,  with  this  limitation — 
namely,  that  the  rate  of  interest  on  the  stock  shall 
never  exceed  3|  per  cent.,  now  carried  thereby/,  how 
much  higher  soever  the  rate  of  interest  in  the  market 
may  rise. 

Under  such  hmitation, — the  benefit  of  every  fluctua- 
tion in  the  rate  of  interest  in  the  market,  under  3J 
per  cent.,  would  be  secured  to  the  pubhc,  by  the  plan ; 
while  Hability  to  pay  any  rate  higher  than  3^  per 
cent.,  now  carried  by  the  stock,  could  never  be  in- 
curred. 

The  holders  of  the  3i  per  cents,  have  no  equity  in- 
consistent with  the  limitation  of  their  interest  to  3^ 
per  cent,  for  the  future ;  because,  under  their  existing 
contract,  more  than  3 1  per  cent,  for  interest  can 
never  become  due  upon  their  stock,  were  it  to  con- 
tinue to  be  holden  in  perpetuity ;  while  the  benefit 
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which  would  be  secured  to  them,  by  the  capacity 
given  to  their  interest  reduced  to  the  rate  in  the  mar- 
ket, say  to  three  per  cent.,  to  rise  again  with  that  rate 
to  31  per  cent.,  instead  of  being  reduced  irrevocably 
to  three  per  cent.,  would  be  most  valuable,  not  merely 
as  securing  to  them  the  rate  of  interest  in  the  market, 
not  exceeding  3^  per  cent.,  which  is  the  utmost  inte- 
rest payable  under  their  existing  contract, — but  as 
securing  moreover  the  caj^ital  of  their  stock  from 
depreciation,  as  long  as  the  rate  of  interest  in  the 
market  were  not  above  3^  per  cent. 

£100  of  31  per  cent,  stock  simply  reduced  to  a 
three  per  cent,  stock, — three  per  cent,  being  the  rate 
of  interest  in  the  market, — would  be  worth  100/.  in 
money, — but  if  that  rate  were  to  rise  again  to  3^  per 
cent.,  the  stockholder,  having  no  demand  for  pay- 
ment of  his  principal,  would  not  only  be  precluded 
from  investing  it  so  as  to  get  the  benefit  of  such  rise  of 
a  half  per  cent,  in  the  rate  of  interest  in  the  market ; 
but  his  100/.  would  moreover,  by  such  rise,  be  depre- 
ciated to  less  than  86/. — 85/.  14^.  Z\d.  being  the  value 
of  a  perpetual  annuity  of  3/., — the  rate  of  interest  in 
the  market  being  3i  per  cent. 

The  peculiar  property  or  quality  which  would  be 
inherent  in  the  proposed  new  stock;  viz.  of  being  in- 
susceptible of  depreciation  in  the  value  of  its  capital 
while  the  rate  of  interest  in  the  market  ranged  under, 
or  did  not  exceed  3^  per  cent.,  is  the  property  or  qua- 
lity thereof  which  would  give  superlative  value  to  it, 
compared  with  any  other  of  the  public  stocks  as  now 
constituted. 
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It  has  been  objected  to  this  plan,  at  first  sight,  that 
the  new  stock  thereby  proposed  to  be  created,  would 
}ield  a  fluctuating,  instead  of  a  certain  or  fixed  in- 
come. 

The  conclusive  answer  to  that  objection  is, — that 
under  their  existing  contract,  the  stockholders  are 
sure  to  have  their  interest  reduced,  from  time  to 
time  continually,  until  depressed  to  the  lowest  rate  to 
which  the  market  may  fall,  icithout  its  having  the 
capacity/  of  eve?'  rising  again  from  that  lowest  rate^ — 
while,  by  the  proposed  plan,  under  the  limitation  now 
proposed,  their  interest,  though  equally  liable  as  now 
to  be  reduced  to  that  lowest  rate,  as  in  fairness  and 
equity  it  ought  to  be,  would  have  the  capacity  of 
rising  again  to  the  highest  rate  in  the  market^  not 
exceeding  ?>h  per  cent.; — besides  which,  their  capital 
would,  by  the  proposed  plan,  be  secured  from  depre- 
ciation, and  would  be  always  at  command  in  the 
money-market — the  rate  of  interest  therein  ranging 
under,  or  not  exceeding,  31  per  cent. — instead  of 
being  hable,  as  it  is  under  their  existing  contract,  to 
be  depreciated  by  a  rise  of  the  rate  of  interest  in  the 
market  above  the  rate  carried  by  the  stock,  so  that  it 
might  not  there  be  at  command,  except  at  a  loss  of 
perhaps  30,  40,  50,  or  more  per  cent, !  In  the  year 
1797  the  3  per  cents,  had  sunk  to  47,  and,  as  at  pre- 
sent constituted,  may  again  become  depressed  to  that, 
or  to  a  still  lower  point.  AYar  with  any  of  the  great 
European  Powers  (happily  at  present  very'  impro- 
bable) would  cause  an  immediate  fall  of  the  3  per 
cents,  to  70,  60,  or  to  a  price  perhaps  still  lower. 

D 
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The  average  rate  of  interest  in  the  market  proposed 
to  be  paid,  instead  of  any  fixed  rate  of  interest  on  the 
new  stock,  can  be  much  more  easily  and  accurately 
ascertained  than  the  average  price  of  corn  or  of  sugar, 
on  which  fiscal  regulations  of  great  importance  are 
made  by  law  to  depend. 

All  that  would  be  necessary  for  the  accurate  ascer- 
tainment of  the  average  rate  of  interest  in  the  market 
,  would  be  to  provide  by  law,  that  the  Commissioners 
for  the  reduction  of  the  National-debt  should,  on  the 
31st  day  of  December  in  every  year  (unless  when 
that  day  happens  to  fall  on  Sunday,  and  in  that  case 
on  the  day  preceding),  ascertain  what  was  the  average 
rate  of  interest  carried  or  yielded  by  the  3  per  cent, 
stocks,  calculated  on  the  daily  price  thereof  for  the 
three  years  last  preceding  such  31st  day  of  December; 
and  should  cause  to  be  inserted  in  the  first  London 
Gazette  of  January  in  every  year  a  certificate  of  the 
amount  of  such  average  rate  of  interest. 

The  rate  of  interest  in  the  market  so  ascertained 
upon  the  average  of  the  three  last  preceding  years, 
would,  according  to  the  present  suggestion,  be  de- 
clared to  be  the  rate  of  interest  payable  in  half-yearly 
moieties,  on  the  5th  of  January  and  5th  of  July,  or  on 
the  5th  of  April  and  10th  October,  in  every  year  of 
the  date  of  such  certificate. 

The  following  brief  statements  show  results,  which 
would  have  followed  the  conversion  of  250  millions  of 
3i  per  cents,  into  the  proposed  new  Stock  so  modified, 
if  such  conversion  had  been  made  to  take  efi'ect,  in 
and  from  the  year  commencing  with  the  5th  January 
1838. 


19 


Average  prices 

3f  £100  3  per  cent.  Consols*  for  periods  of         A 
three  years  each. 

verage  rates  of  interest  yielded 
by  £100  of  money  invested  in 
such  3  per  cent.  Consols. 

£     s. 

d. 

£ 

s.    d. 

1st  period  ending 
2nd         Do. 

31st  Dec.  1837  . 
31st  Dec.  1838  . 

90  10 

91  2 

0  . 
6  . 

.  3 
.  3 

6     3' 
5  10 

3rd          Do. 

31st  Dec.  1839  . 

91   16 

8  . 

.  3 

5     4 

im 

4th          Do. 

31st  Dec.  1840  , 

91     5 

5  . 

.  3 

5     9 

5th           Do. 

31st  Dec.  1841  . 

89  18 

9  . 

.  3 

6     9 

6th           Do. 

31st  Dec.  1842  . 

89  19 

2  . 

.  3 

6     8 

|l}i 

7th           Do. 

31st  Dec.  1843  . 

92     0 

0  . 

.  3 

o     3 

«a  is. 

The  interest  paid  upon  such  new  Stock,  instead  of 
£3.  105.  per  cent,  per  annum  would  therefore  have 
been  per  annum  in  the  years  ending  respectively 

£    s.    d.  s.    d.  £ 

5,hJ„l,.838     3     6    3     difference     3     91?^ -«„  ™f  ■■■Sl468,750 


5th  July  1839     3 

5  10  . 

.  Do. 

.     .  4     2  .     .     Do. 

.     .     520,833 

5th  July  1840     3 

5    4  . 

.  Do. 

.     .4     8  .     .     Do. 

.     .     583,333 

6th  July  1841     3 

5     9 

.  Do. 

.     .4     3  .     .     Do. 

.     .     531,250 

5th  July  1842     3 

6     9 

.  Do. 

.     .3     3  .     .     Do. 

.     .     406,250 

5th  July  1843     3 

6     8 

.  Do. 

.     .3     4  .     .     Do. 

.     .     416,666 

5th  July  1844     3 

5     3  . 

on  the 

.  Do. 

average 

.     .4     9  .     .     Do. 

of  these  seven  years  per 

.     .     593,750 

-f- 7)3,520,832 

Saving  of  interest 

ann.     £502,976 

or  more  than  half  a  million  a-year. 

The  slightness  of  the  fluctuations  of  the  rate  of 
interest  in  the  market,  calculated  on  an  average  of 
successive  periods  of  three  years  each,  as  shown  by 
the  foregoing  first  table,  is  very  striking — the  varia- 
tion between  the  highest  and  lowest  rate,  so  calculated, 


•  Taken  from  the  paper,  No.  580,  ordered  by  the  House  of 
Commons  to  be  printed,  12th  August  1842, — except  for  the  last  two 
years,  which  are  taken  from  Lloyd's  list, — the  said  paper  not  ex- 
tending beyond  5th  January  1842. 
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not  exceeding  one  shilling  and  sixpence  per  cent, 
per  annum,  during  the  whole  period  of  the  seven 
years  from  1837  to  1843,  both  inclusive:  and  the 
extreme  difference,  between  the  average  rate  for 
any  year  of  the  seven^  and  the  average  rate  for  the 
whole  seven  years  collectively^  being  only  nine  pence 
per  cent,  per  annum,  as  appears  on  inspection  of  the 
said  table. 

Among  the  results  which  would  follow  from  fixing 
the  rate  of  interest  to  be  made  payable  on  the  proposed 
new  Stock,  according  to  the  rate  of  interest  in  the 
market,  calculated  on  an  average  of  each  last  pre- 
ceding period  of  three  years^  the  following  seem 
worthy  of  notice,  viz. — 

1st.  The  slight  fluctuation  from  year  to  year  which 
there  would  be  in  the  rate  of  interest  on  the 
stock ;  although  it  would  necessarily  assimilate 
itself,  in  the  long  run,  to  the  rate  of  interest  in 
the  market. 
2dly.  If  the  rate  of  interest  in  the  market  were  some- 
times to  fall  and  range  heloiv  the  rate  carried  by 
the  stock: — the  stock — ^by  carrying  interest  a 
shade  higher  than  the  rate  of  interest  in  the 
market — would  there  sell  at  a  price  above  par. 
3dly.  If  the  rate  of  interest  in  the  market  were  some- 
times to  rise  and  range  somewhat  above  the  rate 
carried  by  the  stock — the  stock — though  it  would, 
in  that  case,  carry  interest  a  shade  lower  than  the 
rate  of  interest  in  the  market,  and  there  seU  at  a 
shade  below  par — would  not  fluctuate  in  value 
to  such  extent  as  to  be  the  subject  of  bargains 
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for  time,  or  gambling  in  the  fund — unless  the 
rise  of  the  rate  of  interest  in  the  market  above 
that  carried  by  the  stock  were  extreme — and  the 
interest  carried  by  it  would,  in  the  long  run., 
assimilate  itself  to  the  rate  of  interest  in  the 
market   not   exceeding  3|  per  cent,    as   before 
noticed. 
4thly.    The   interest   receivable    by  the    stockholder 
would  vary  almost  insensibly  from  year  to  year ; 
as  it  would  be  exempt  from  that  sudden  fluctua- 
tion which  the  rate  of  interest  is  liable  to — ^by 
unwonted  pressure  on  the  money-market,  arising 
from  panic  or  other  cause :  seeing  that  any  tem- 
porary high   rate   of  interest,    from   any   such 
pressure,  or  other  cause — included  in  an  average 
of  three  years — would  merge  in,  and  have  little 
or  no  material  effect  upon  that  average ;  which 
shghtness  of  fluctuation  of  the  rate  of  interest 
on  the  stock  from  year  to  year  would  manifestly 
be  a  mutual  great  convenience  both  to  the  stock- 
holder and  to  the  public. 
The  rate  of  interest  in  the  market  being,  in  the 
nature  of  things,  a  continually  fluctuating  quantity, 
it  follows  that  the  value  of  a  certain  or  fixed  annuity, 
for  the  redemption  of  which  the  holder  has  no  de- 
mand, must  be  a  continually  fluctuating  capital  S2im. 
Such  an  annuity,  e.g.  of  3/.  would  be  worth  100/. — 
the  rate  of  interest  in  the  market  being  three  per  cent, 
but  would  sink  in  value  to  75/.,  that  rate  being  yowr; 
and  to  60/.,  that  rate  being  five  per  cent. 

E  converso,  any  capital  sum,  e.g.  of  100/.  having 
the   rate   of  interest  in  the  market,  fluctuate  as  it 
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might,  securely  attendant  thereon,  would  not  fluctuate 
in  value,  but  would  always  be  worth  100/.  neither 
more  nor  less.  The  value  of  an  annuity,  payable 
half-yearly,  and  fluctuating  according  to  the  fluctua- 
tions of  the  rate  of  interest  in  the  market,  would 
therefore  always  be  the  same  and  invariable. 

The  Stock  or  fund  into  which  it  is  now  suggested 
that  the  3i  per  cents,  should  be  converted,  would  not 
indeed  possess  the  property  of  being  wholly  insus- 
ceptible of  depreciation  in  the  value  of  its  capital, 
but  it  would  be  an  approximation  to  a  stock  of  that 
nature  or  quality  ;  and  would  be  secure  from  such 
depreciation  while  the  rate  of  interest  in  the  market 
ranged  under  or  did  not  exceed  3i  per  cent. — and  if 
the  rate  of  interest  in  the  market  should  rise  above 
3i,  e.g.  to  5  per  cent.,  would  be  less  susceptible  of 
depreciation  than  stock  carrying  a  rate  of  interest 
lower  than  3i  per  cent. 

It  was  the  practice  of  successive  Governments  of 
this  country  during  the  last  war,  to  contract  loans  on 
stock  carrying  a  nominal  interest  or  annuity  of  three 
pounds,  when  the  rate  of  interest  for  money  in  the 
market  was  as  high  as  jive^  six^  or  more  per  cent. 

By  that  practice  an  enormous  mass  and  amount  of 
public  debt  has  been  created,  for  which  the  lender 
never  gave,  and  the  public  never  received,  any  value 
or  consideration  whatsoever. 

For  example, — a  loan  was  contracted  in  the  year 
1797,  when  the  3  per  cents,  were  at  48,  for  every  £48 
of  money  advanced  upon  which  loan  the  public  con- 
tracted to  pay  an  annuity  of  £3,  in  half  yearly  moie- 
ties, to  the  lender,  until  it  should  pay  to  hun  £100  for 
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every  £48  lent,  which  £100  (its  value  to-dcay  being 
£98.  55.),  must  be  levied  by  taxes  and  paid,  if  ever 
the  pubhc  debt  shall,  in  terms  of  that  contract,  be 
redeemed ! 

Had  a  ^Minister  of  the  Crown,  acting  as  a  private 
individual,  borrowed  a  large  sum  of  money  upon 
terms  of  granting  an  annuity  of  £3  for  each  £48  lent 
(being  at  the  rate  of  si.v  and  a  quarter  per  cent,  per 
annum  interest  for  the  money),  with  condition  that 
he  should  continue  to  pay  such  annuity  of  £3  until 
he  should  tender  £100  for  every  £48  lent,  he  would 
have  been  considered  a  born-idiot,  or  an  unprin- 
cipled spendthrift  so  utterly  ruhied,  as  to  be  A\dUing 
to  take  up  money  iipon  any  terms^  from  any  griping 
usurer  who  would  lend  to  him,  and  who  would  be 
thought  undeserving  of  pity  were  he  to  lose  his  whole 
stake  in  such  a  transaction. 

The  Minister  of  the  Crown,  nevertheless,  who 
(and  his  successors  following  his  lead)  during  the  last 
lono-  war  entered  into  that  and  numerous  other  like 
contracts,  the  result  of  the  whole  of  which  was  to 
plunge  the  nation  into  the  enormous  debt  of  250 
millions^  carrying  interest  of  7^  millions  a  year,  for 
which  debt  no  value  was  ever  paid  or  received  as  afore- 
said, was  considered  a  financier  so  accomphshed  that 
he  was  said  to  be  "Heaven-born." 

But  when  it  is  considered  that  the  result  of  that 
financial  system  has  been  to  burden  the  present  gene- 
ration and  posterity  not  only  with  charges  of  the  war 
of  the  last  generation,  amounting  to  250  mill  ions, 
borrowed  for  ease  in  carrying  it  on, — but  with  a  loss 
moreover  of  100  per  cent,  upon  that  sum,  the  annual 
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interest  of  7^  millions  carried  by  which  loss  is  equal 
to  more  than  a  third  of  the  whole  revenue  of  customs, 
— to  more  than  half  the  whole  revenue  of  excise, — 
and  to  more  than  twice  and  a  half  the  whole  revenue 
arising  from  the  assessed  taxes  of  the  United  King- 
dom,— it  may  by  many  now  be  thought  that  such  a 
financial  system  was  not  of  Celestial  inspiration. 

The  plan  now  proposed  by  Government  for  the  re- 
duction of  the  interest  of  the  3i  per  cents,  though  not 
so  7  uinous  in  prospect^  is  nevertheless  as  devoid  of 
principle^  as  any  former  financial  plan  of  any  Govern- 
ment whatsoever, — the  result  of  it,  both  to  ihe  public 
and  to  the  stockholder,  depending  altogether  upon 
haphazard. 

If  this  feeble  attempt — to  recommend  that  the 
transactions  between  the  pubhc  and  its  stockholders 
shall  be  conducted  upon  some^  instead  of  in  absence 
of  all  principle^ — prove  of  any  avail,  now  or  at  any 
future  day,  the  writer  will  be  more  than  compensated 
for  liis  brief  labour,  which  has  necessarily  been  per- 
formed in  haste,  on  the  spur  of  the  occasion. 

He  trusts,  therefore,  that  the  reader  will  excuse 
any  error  or  imperfection  which  may  be  found  in  this 
free,  but,  as  it  is  hoped,  and  certainly  as  it  has  been 
intended,  candid,  temperate  and  unbiassed  enquiry, 
into  a  subject  of  great  importance  to  the  pubhc,  and 
to  every  individual  member  of  the  commonwealth, 
his  family  and  descendants. 
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